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CHAP'.iR  V— OFFICE  OF  ASSISTANT  SECRE¬ 
TARY  FOR  COMMUNITY  PLANNING  AND 
DEVELOPMENT,  DEPARTMENT  OF  HOUSING 
AND  URBAN  DEVELOPMENT 

[Docket  No.  R-77-498] 

PART  570— COMMUNITY  DEVELOPMENT 
BLOCK  GRANTS 

Loan  Guarantees 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Interim  rule. 

SUMMARY:  The  Secretary  is  revising 
regulations  that  govern  loan  guaran¬ 
tees  under  Section  108  of  the  Housing 
and  Community  Development  Act  of 
1974,  as  amended  in  1977  (“Section 
108’’.)  The  revision  affects  present 
loan  guarantee  regulations  regarding: 

( 1 )  The  eligibility  of  applicants  and  ac¬ 
tivities;  (2)  application  requirements; 
and  (3)  loan  requirements.  The  revi¬ 
sion  also  incorporates  various  provi¬ 
sions  of  other  regulations  pertaining 
to  the  commvmity  development  block 
grant  program  imder  Title  I  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended  (the  “Act”). 

DATES:  Effective  January  18,  1978. 
Comments  are  due  on  or  before  March 
1, 1978. 

ADDRESS:  All  comments  should  be 
sent  to:  Rules  Docket  Clerk,  Office  of 
General  Counsel,  Department  of 
Housing  and  Urban  Development, 
Room  5218,  451  Seventh  Street  SW., 
Washington,  D.C.  20410. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Paul  D.  Webster,  Financial  Analyst, 
Office  of  Community  Development 
Programs,  HUD/Community  Plan¬ 
ning  and  Development,  Room  7178, 
451  Seventh  Street  SW.,  Washing¬ 
ton,  D.C.  20410,  202-755-6326. 

SUPPLEMENTARY  INFORMATION: 
On  June  9,  1975,  the  Secretary  pub¬ 
lished  in  the  Federal  Register  (40  FR 
24692)  consolidated  rules  governing 
the  community  development  block 
grant  program  under  Title  I  of  the 
Housing  and  Community  Development 
Act  of  1974,  Pub.  L.  93-383,  88  Stat. 
633.  This  Subpart  M  (formerly  desig¬ 
nated  as  Subpart  H)  of  Part  570  sets 
forth  revised  provisions  regarding  loan 
guarantees  for  eligible  acquisitions  of 
real  property,  eligible  rehabilitation  of 
publicly  owned  real  property  and  pay¬ 
ment  of  certain  related  expenses.  For 
each  eligible  applicant,  section  108  au¬ 
thorizes  a  loan  guarantee  of  up  to 
three  times  the  amoimt  of  the  Com¬ 
munity  Development  Block  Grant  ap¬ 
proval  for  the  applicant  pursuant  to 


section  106  of  the  Act— an  important 
factor  in  the  formulation  of  Communi¬ 
ty  Development  Programs,  plans,  and 
applications  under  the  Act.  Therefore, 
this  revision  is  being  promulgated  as 
an  interim  rule  effective  upon  publica¬ 
tion  in  order  that  eligible  applicants 
can  be  notified  of  the  revision  and  can 
consider  it  in  preparing  their  1978  ap¬ 
plications  pertaining  to  the  communi¬ 
ty  development  block  grant  program. 
Since  applicants  are  now  preparing 
those  applications  and  will  be  required 
to  follow  the  same  developmental  and 
review  process  as  Is  required  for  the 
community  development  block  grant 
program,  promulgation  of  this  revision 
as  an  interim  rule  at  this  time  will 
have  the  added  benefit  of  saving  most 
eligible  applicants  from  the  burden  of 
preparing  amendatory  applications 
and  meeting  the  various  requirements 
for  local  approvals  of  such  applica¬ 
tions.  Such  promulgation  will  also 
avoid  the  additional  work  for  HUD 
field  offices  of  processing  such  amen¬ 
datory  applications  and  the  corre¬ 
sponding  delays  in  carrying  out  the 
objectives  of  the  program  resulting 
from  the  necessity  of  such  processing. 
It  is  therefore  essential  that  this  revi¬ 
sion  be  promulgated  as  quickly  as  pos¬ 
sible  in  order  to  permit  it  to  become 
an  integral  part  of  the  applicants’ 
overall  planning.  It  is  therefore  im¬ 
practicable  to  provide  for  comment 
and  public  participation  before  the  ef¬ 
fective  date  of  this  rule.  However,  in¬ 
terested  persons  are  invited  to  submit 
views  and  comments  with  respect  to 
this  rule  on  or  before  March  1,  1978, 
and  all  comments  received  by  that 
date  will  be  considered  in  the  develop¬ 
ment  of  the  final  rule.  All  comments 
should  be  addressed  to  the  Rules 
Docket  Clerk,  Office  of  General  Coun¬ 
sel,  Department  of  Housing  and  Urban 
Development,  Room  5218,  451  Seventh 
Street  SW.,  Washington,  D.C.  20410, 
and  copies  of  cdmments  received  will 
be  available  for  public  inspection  and 
copying  at  the  above  address.  There 
follows  a  discussion  of  the  revisions  set 
forth  in  Subpart  M. 

Eligible  Applicants 

Section  570.700  specifies  that  loan 
guarantees  imder  section  108  of  the 
Act  will  be  extended  only  to  applicants 
(metropolitan  cities  and  urban  coun¬ 
ties)  eligible  for  entitlement  grants 
vmder  the  Act,  or  public  agencies  des¬ 
ignated  by  such  applicants.  This  limi¬ 
tation  is  deemed  necessary  because  the 
primary  security  for  such  gusu^tees 
will  be  pledges  of  current  and  future 
entitlement  grants  by  applicants. 

A  unit  of  general  local  government 
may  apply  for  a  loan  guarantee  of 
notes  issued  by  a  designated  local 
public  agency  provided  that  the  local 
government  pledges  current  and 
future  entitlement  block  grants  as  the 
primary  security  for  repayment  of  the 
loan. 


Eligible  Activities 

Section  570.701  sets  forth  three  pur¬ 
poses  for  which  loan  guarantee  assis¬ 
tance  may  be  used:  (1)  Acquisition  of 
real  property  where  such  acquisition  is 
otherwise  eligible  for  block  grant  assis¬ 
tance;  (2)  rehabilitation  of  publicly 
owned  or  acquired  real  property  where 
such  rehabilitation  is  otherwise  eligi¬ 
ble  for  block  grant  assistance;  and  (3) 
payment  of  related  expenses  of  inter¬ 
est,  demolition,  relocation,  and  site  im¬ 
provements. 

It  should  be  noted  that  there  is  no 
longer  a  requirement  that  the  real 
property  which  is  to  be  acquired  serve 
in  carrying  out  eligible  block  grant  ac¬ 
tivities  identified  in  the  grant  applica¬ 
tion.  Removal  of  the  requirement  for 
such  complementary  acquisition  is  au¬ 
thorized  by  the  1977  amendments  of 
the  Act. 

Application  Requirements 

HUD  will  require  that  an  application 
for  loan  guarantee  assistance  be  made 
as  part  of  an  application  for  grant  as¬ 
sistance  or  as  a  Community  Develop¬ 
ment  Program  amendment.  This  is 
necessary  to  ensure  that  block  grant 
funds  applied  to  loan  repasrment  are 
used,  and  approved  for  use,  in  a 
manner  consonant  with  the  statutory 
and  administrative  requirements  that 
would  apply  if  the  block  grant  funds 
were  used  directly.  Further,  pledging 
of  entitlement  grants  as  security, 
which  is  required  as  a  condition  to  re¬ 
ceiving  loan  guarantee  assistance,  is 
subject  to  the  grant  application  pro¬ 
cess  since  such  pledges  represent  a 
contingent  claim  on  future  grants.  Ac¬ 
cordingly,  the  application  require¬ 
ments  of  Subpart  D  must  be  complied 
with  except  to  the  extent  they  are 
augmented  or  modified  by  section 
570.702.  These  modifications  are  as 
follows. 

Section  570.702(a)  enumerates  three 
additional  submission  requirements. 
An  applicant  shall  be  required  to 
submit,  in  addition  to  the  documenta¬ 
tion  required  to  be  submitted  with  a 
grant  application,  the  following  items: 
(DA  schedule  for  repayment  of  the 
loan  which  identifies  the  sources  of  re¬ 
payment;  (2)  a  proposed  instrument 
effecting  a  pledge  of  grants,  accompa¬ 
nied  by  an  opinion  of  counsel  for  the 
applicant  as  to  the  applicant’s  legal 
authority  to  make  such  pledge;  and  (3) 
when  real  property  is  to  be  acquired, 
certification  that  the  applicant  or  a 
local  public  agency  does  not  own  prop¬ 
erty  suitable  for  the  purpose  for  which 
the  loan  guarantee  is  being  requested. 

Section  570.702(b)  requires  that  ac¬ 
tivities  to  be  undertaken  with  loan 
guarantee  assistance  shall  be  so  identi¬ 
fied  in  the  applicant’s  Community  De¬ 
velopment  Program. 

Section  570.702(c)  specifies  that  the 
Secretary  will  make  no  economic  feasi¬ 
bility  determination  with  respect  to 
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the  project  financed  with  loan  guaran¬ 
tee  assistance.  The  section  emphasizes 
that  in  determining  whether  a  loan 
guarantee  constitutes  an  acceptable  fi¬ 
nancial  risk,  the  Secretary  will  consid¬ 
er  current  and  future  entitlement 
block  grants  as  the  primary  source  of 
loan  repayment.  Approval  of  a  loan 
guarantee  is  not  to  be  construed  as  in¬ 
dicating  that  HUD  has  agreed  to  the 
feasibility  of  a  project  beyond  recogni¬ 
tion  that  block  grant  funds  should  be 
sufficient  to  retire  the  debt. 

Section  570.702(d)  describes  the 
HUD  review  and  approval  process.  The 
application  shall  first  be  reviewed  by 
the  HUD  Area  Office  for  compliance 
with  the  application  requirements  con¬ 
tained  in  Subpart  D  and  this  subpart. 
The  Area  Office  shall  then  forward 
the  application  to  HUD  Headquarters 
with  its  recommendation  for  approval 
or  disapproval  of  the  requested  loan 
guarantee.  The  loan  guarantee  request 
will  be  approved  unless:  (1)  One  or 
more  of  the  criteria  for  disapproval  de¬ 
scribed  in  §  570.306(b)(2)  are  met;  (2)  it 
is  determined  that  the  schedule  for  re¬ 
payment  cannot  be  met  or  adequate 
security  has  not  been  furnished  pursu¬ 
ant  to  §  570.703(b);  or  (3)  the  guaran¬ 
tee  exceeds  the  maximum  amount  per¬ 
mitted  pursuant  to  §  570.703(a).  The 
applicant  will  be  notified  in  writing 
that  the  loan  guarantee  request  has 
either  been  approved  or  disapproved. 
In  the  event  of  disapproval,  the  appli¬ 
cant  shall  be  informed  of  the  reasons 
for  such  action.  If  the  request  is  ap¬ 
proved,  the  Secretary  will  issue  an 
offer  of  commitment  to  guarantee  the 
obligations  of  the  applicant  or  the  des¬ 
ignated  public  agency  subject  to  such 
conditions  as  the  Secretary  may  pre¬ 
scribe. 

Section  570.702(e)  specifies  that  the 
applicant  shall  comply  with  the  envi¬ 
ronmental  review  and  clearance  re¬ 
quirements  of  24  CFR  Part  58.  There 
is  also  a  requirement  that  the  environ¬ 
mental  assessment  of  a  multiyear  pro¬ 
ject  must  encompass  the  entire  mul¬ 
tiyear  scope  of  activities. 

Maximum  Loan  Amount 

Section  570.703(a)  specifies  that  the 
applicant’s  total  outstanding  notes  or 
obligations  guaranteed  under  this  sub¬ 
part  (including  principal  and  interest 
thereon)  cannot  exceed  three  times 
the  amount  of  the  entitlement  grant 
approved  for  the  applicant  pursuant 
to  §570.102.  However,  this  maximum 
is  to  be  reduced  by  the  amount  of  any 
grant  funds  required  by  HUD  to  be  ap¬ 
plied  to  loan  repayment  pursuant  to 
§  570.802. 

Security  Requirements 

Section  570.703(b)  lists  three  condi¬ 
tions  for  receiving  loan  guarantee  as¬ 
sistance:  (1)  Entering  into  a  contract 
for  repayment  of  notes  or  other  obli¬ 
gations  guaranteed  pursuant  to  this 


subpart:  (2)  pledging  any  grant  ap¬ 
proved  or  for  which  the  applicant  may 
become  eligible  under  this  Part;  and 
(3)  furnishing  such  other  security  as 
may  be  deemed  appropriate  by  the 
Secretary,  including  tax  increments  or 
disposition  proceeds  from  the  sale  of 
land  or  rehabilitated  property. 

Use  of  Grants  for  Loan  Repayment 

Section  570.703(c)  specifically  autho¬ 
rizes  the  use  of  block  grants  and  pro¬ 
gram  income  in  payment  of  principal 
and  interest  on  guaranteed  notes  or 
obligations.  Further,  it  makes  it  clear 
that  HUD  may  apply  grants  pledged 
as  security  to  any  repayment  due  as  a 
result  of  loan  guarantees  made  pursu¬ 
ant  to  this  subpart. 

Debt  Obligations 

Section  570.703(d)  requires  that 
notes  or  other  obligations  guaranteed 
pursuant  to  this  subpart  be  in  the 
form  and  denominations  prescribed  by 
HUD.  Further,  the  notes  or  obliga¬ 
tions  guaranteed  by  HUD  shall  be 
issued  and  sold  exclusively  to  the  Fed¬ 
eral  Financing  Bank  subject  to  such 
conditions  as  HUD  and  the  Federal  Fi¬ 
nancing  Bank  may  prescribe. 

Taxable  Obligations 

Section  570.703(e)  incorporates  the 
requirement  added  by  legislative 
amendment  that  HUD  guarantees 
shall  be  limited  to  taxable  obligations. 
Although  a  subsidy  of  up  to  30  percent 
of  the  net  interest  cost  was  authorized 
by  legislative  amendment,  there  is  cur¬ 
rently  no  appropriation  for  that  pur¬ 
pose.  An  applicant  must  therefore 
bear  the  full  cost  of  interest;  however, 
as  provided  in  §  570.701(c)(1),  interest 
is  an  eligible  expense  which  may  be 
defrayed  directly  from  block  grant 
funds. 


Loan  Repayment  Period 

Section  570.703(f)  establishes  the 
general  rule  that  a  repayment  period 
shall  not  be  authorized  for  more  than 
six  years.  A  longer  repayment  period 
may  be  permitted,  however,  in  special 
cases  where  it  is  deemed  necessary  to 
achieve  the  purposes  of  this  Part. 

Federal  Guarantee 

Although  the  Federal  guarantee  is 
xmchanged,  it  has  been  placed  in 
§  570.704  as  part  of  the  reorganization 
of  this  subpart. 

Applicability  of  Rules  and 
Regulations 

Section  570.705  makes  the  provisions 
of  other  Subparts  (A,  B,  C,  D,  F,  G, 
and  J)  applicable  to  this  subpart 
except  to  the  extent  they  are  specifi¬ 
cally  modified  or  augmented  by  the 
contents  of  this  subpart. 

A  Finding  of  Inapplicability  with  re¬ 
spect  to  Environmental  Impact  has 


been  prepared  in  accordance  with 
HUD  Handbook  1390.1.  In  addition,  a 
Finding  of  Inapplicability  with  respect 
to  Inflation  Impact  has  been  prepared 
in  accordance  with  Executive  Order 
11821.  Copies  of  the  Findings  are 
available  for  inspection  and  copying  in 
the  Office  of  the  Rules  Docket  Clerk 
at  the  above  address. 

Accordingly,  24  CFR  Part  570  is  re¬ 
vised  by:  (1)  deleting  the  present  con¬ 
tent  of  Subpart  H,  and  reserving  that 
subpart  for  future  use;  and  (2)  adding 
a  new  Subpart  M  to  read  as  follows: 


Subpart  M — Loan  Guarantoa* 

Sec. 

570.700  Eligible  applicants. 

570.701  Eligible  activities. 

570.702  Application  requirements. 

570.703  Loan  requirements. 

570.704  Federal  guarantee. 

570.705  Applicability  of  rules  and  regula¬ 
tions. 

Authority:  Title  I,  Housing  and  Commu¬ 
nity  Development  Act  of  1974  (Pub.  L.  93- 
383,  88  Stat.  633). 

Subpart  M — Loan  Guarantaos 

§570.700  Eligible  applicants. 

(a)  Units  of  general  local  govern¬ 
ment  entitled  to  receive  basic  grant 
amounts  under  §570.102  (metropolitan 
cities  and  urban  counties)  may  apply 
for  loan  guarantee  assistance  under 
this  subpart.  Loan  guarantee  assis¬ 
tance  will  be  limited  to  such  entitle¬ 
ment  recipients  in  order  to  assure  a 
reasonably  certain  source  of  repay¬ 
ment. 

(b)  Public  agencies  may  be  designat¬ 
ed  by  eligible  units  of  general  local 
government  to  receive  a  loan  guaran¬ 
tee  on  notes  or  other  obligations 
issued  by  the  public  agency  in  accor¬ 
dance  with  this  subpart.  In  such  case 
the  applicant  unit  of  general  local  gov¬ 
ernment  shall  be  required  to  pledge  its 
current  and  future  entitlement  grants 
as  security  for  the  notes  or  other  obli¬ 
gations  issued  by  the  public  agency. 

§570.701  Eligible  activities. 

Loan  guarantee  assistance  may  be 
provided  only  for  the  following  activi¬ 
ties  which  are  eligible  under  Subpart 
C: 

(a)  Acquisition  of  real  property  (in¬ 
cluding  improvements  thereon)  includ¬ 
ing  acquisition  for  economic  develop¬ 
ment  purposes. 

(b)  Rehabilitation  of  real  property 
owned  or  acquired  by  the  unit  of  gen¬ 
eral  local  government. 

(c)  Payment  of  the  following  related 
expenses  and  activities: 

(1)  Interest  on  obligations  guaran¬ 
teed  under  this  subpart. 

(2)  Relocation  payments  and  assis¬ 
tance  for  individuals,  families,  busi¬ 
nesses,  nonprofit  organizations,  and 
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farm  operations  displaced  by  activities 
financed  with  loan  guarantee  assis¬ 
tance.  Further  information  regarding 
relocation  costs  is  set  forth  in 
§570.602. 

(3)  Clearance,  demolition  and  remov¬ 
al  of  buildings  and  improvements,  in¬ 
cluding  movement  of  structures  to 
other  sites. 

(4)  Acquisition,  construction,  recon¬ 
struction,  rehabilitation,  or  installa¬ 
tion  of  publicly  owned  site  improve¬ 
ments  related  to  the  development  and 
disposition  of  the  property  acquired 
pursuant  to  this  subpart  and  on  which 
such  improvements  are  to  be  situated. 

§  570.702  Application  requirements. 

An  application  for  loan  guarantee 
shall  be  made  as  a  part  of  an  applica¬ 
tion  for  grant  assistance  or  as  a  Com¬ 
munity  Development  Program  amend¬ 
ment.  Except  as  provided  in  the  fol¬ 
lowing  paragraphs,  the  applicant  shall 
comply  with  the  application  require¬ 
ments  outlined  in  Subpart  D. 

(a)  Other  submission  requirements. 
In  addition  to  the  documentation  re¬ 
quired  to  be  submitted  with  a  grant 
application,  an  application  for  loan 
guarantee  shall  include  the  following: 

(DA  schedule  for  repayment  of  the 
loan  which  identifies  the  sources  of  re¬ 
payment; 

(2)  A  proposed  instrument  effecting 
a  pledge  of  grants,  as  will  be  required 
under  §  570.703(b)(2),  accompanied  by 
an  opinion  of  counsel  for  the  applicant 
as  to  the  applicant’s  legal  authority  to 
make  such  pledge;  and 

(3)  When  the  proceeds  of  the  loan 
are  to  be  used  for  acquisition  of  real 
property,  a  certification  providing  as¬ 
surance  that  real  property  already 
owned  by  the  applicant  or  a  local 
public  agency  is  not  suitable  for  the 
intended  use  of  the  land  to  be  ac¬ 
quired,  and  a  brief  statement  of  the 
reasons  why  the  existing  land  inven¬ 
tory  is  inadequate. 

(b)  Community  development  pro¬ 
gram.  The  project  summary  shall 
specify  those  activities  that  will  be  fi¬ 
nanced  with  loan  guarantee  assistance. 
Proceeds  from  guaranteed  loans  shall 
be  identified  as  an  anticipated  re¬ 
source  in  the  community  development 
budget. 

(c)  Economic  feasibility  and  finan¬ 
cial  risk.  The  Secretary  will  make  no 
determination  with  respect  to  the  eco¬ 
nomic  feasibility  of  projects  proposed 

■  to  be  funded  with  the  proceeds  of 
guaranteed  loans;  such  determination 
is  the  responsibility  of  the  applicant. 

.  In  determining  whether  a  loan  guar¬ 
antee  constitutes  an  acceptable  finan¬ 
cial  risk,  the  Secretary  will  consider 
,  the  applicant’s  current  and  future  en- 
’  titlement  block  grants  as  the  primary 
source  of  loan  repayment.  Approval  of 
a  loan  guarantee  imder  this  subpart  is 
not  to  be  construed,  in  any  way,  as  in¬ 
dicating  that  HUD  has  agreed  to  the 


feasibility  of  a  project  beyond  recogni¬ 
tion  that  block  grant  funds  should  be 
sufficient  to  retire  the  debt. 

(d)  HUD  review  and  approval  of  ap¬ 
plications.  The  Area  Office  shall 
review  the  application  for  compliance 
with  application  requirements  speci¬ 
fied  in  Subpart  D  and  this  subpart, 
and  forward  the  application  together 
with  its  recommendation  for  approval 
or  disapproval  of  the  requested  loan 
guarantee  to  HUD  Headquarters. 

The  Secretary  will  approve  the  loan 
guarantee  request  unless: 

(1)  One  or  more  of  the  criteria  for 
disapproval  specified  in  §  570.306(b)(2) 
are  applicable. 

(2)  The  Secretary  determines  that 
the  schedule  for  repayment  cannot  be 
met  or  the  applicant  has  not  fiimished 
adequate  security  pursuant  to 
§  570.703(b). 

(3)  The  guarantee  requested  exceeds 
the  maximum  loan  amount  specified 
under  §  570.703(a). 

The  Secretary  will  notify  the  appli¬ 
cant  in  writing  that  the  loan  guaran¬ 
tee  request  has  either  been  approved 
or  disapproved.  If  the  request  is  disap¬ 
proved  the  applicant  shall  be  informed 
of  the  specific  reasons  for  disapproval. 
If  the  request  is  approved,  the  Secre¬ 
tary  shall  issue  an  offer  of  commit¬ 
ment  to  guarantee  obligations  of  the 
applicant  or  the  designated  public 
agency  subject  to  such  conditions  as 
the  Secretary  may  prescribe,  including 
the  conditions  for  release  of  funds  de¬ 
scribed  in  paragraph  (e). 

(e)  Environmental  review.  (1)  The 
applicant  shall  comply  with  HUD  En¬ 
vironmental  Review  Procedures  (24 
CFR  Part  58)  leading  to  certification 
for  the  release  of  fimds  for  each  pro¬ 
ject  carried  out  with  loan  guarantee 
assistance.  These  procedures  set  forth 
the  regulations,  policies,  responsibil¬ 
ities,  and  procedures  governing  the 
carrying  out  of  environmental  review 
responsibilities  of  applicants.  For  the 
purposes  of  this  paragraph,  the  “re¬ 
lease  of  funds’’  shall  be  deemed  to 
occur  at  the  time  of  guarantee  of 
notes  or  other  obligations  by  the  Sec¬ 
retary. 

(2)  The  environmental  assessment  of 
a  multiyear  project  financed  with  loan 
,  guarantee  assistance  shall  econompass 
the  entire  multiyear  scope  of  activi¬ 
ties.  Upon  certification  that  the  appli¬ 
cant  has  completed  the  environmental 
requirements  for  a  multiyear  project, 
HUD  may  issue  its  release  of  funds  for 
the  entire  project.  The  continued  au¬ 
thority  of  an  applicant  to  commit 
fimds  to  a  project,  after  completion  of 
environmental  requirements  and  HUD 
release  of  funds,  shall  be  subject  to 
the  continued  relevance  and  complete¬ 
ness  of  the  environmental  assessment 
performed.  The  applicant  shall,  prior 
to  any  further  commitment  of  funds 
to  the  project,  complete  the  require¬ 
ments  of  24  CFR  Part  58  relating  to 


the  updating  of  environmental  clear¬ 
ances  in  the  event  that: 

(i)  There  is  any  significant  or  sub¬ 
stantial  change  in  the  nature,  magni¬ 
tude  or  extent  of  the  project; 

(ii)  There  is  any  significant  or  sub¬ 
stantial  change  in  the  environment  af¬ 
fecting  the  project;  or 

(iii)  Previously  conducted  environ¬ 
mental  reviews  are  insufficient  due  to 
changed  circumstances,  including  the 
availability  of  additional  data  or  ad¬ 
vances  in  technology. 

§  570.703  Loan  requirements. 

(a)  Maximum  loan  amount  No  guar¬ 
antee  or  commitment  to  guarantee 
shall  be  made  with  respect  to  any  note 
or  other  obligation  if  the  applicant’s 
total  outstanding  notes  or  obligations 
guaranteed  under  this  subpart  (includ¬ 
ing  principal  and  interest  thereon) 
would  thereby  exceed  an  amoimt 
equal  to  three  times  the  amount  of 
the  entitlement  grant  approval  for  the 
applicant  pursuant  to  §570.102;  how¬ 
ever,  this  maximum  amount  is  to  be 
reduced  by  the  amount  of  any  grant 
funds  required  by  HUD  to  be  applied 
to  the  repayment  of  urban  renewal 
temporary  loans  pursuant  to  §  570.802. 

(b)  Security  requirements.  To  assure 
the  repayment  of  notes  or  other  obli¬ 
gations  and  charges  incurred  under 
this  subpart  and  as  a  condition  for  re¬ 
ceiving  loan  guarantee  assistance,  the 
applicant  (or  the  applicant  and  desig¬ 
nated  public  agency,  where  appropri¬ 
ate)  shall; 

(1)  Enter  into  a  contract,  in  a  form 
acceptable  to  the  Secretary,  for  repay¬ 
ment  of  notes  or  other  obligations 
guaranteed  hereunder; 

(2)  Pledge  any  grant  approved  or  for 
which  the  applicant  may  become  eligi¬ 
ble  imder  this  Part;  and 

(3)  Furnish,  at  the  discretion  of  the 
Secretary,  such  other  security  as  may 
be  deemed  appropriate  by  the  Secre¬ 
tary  in  making  such  guarantees,  in¬ 
cluding  increments  in  local  tax  re¬ 
ceipts  generated  by  the  activities  as¬ 
sisted  under  this  Part  or  disposition 
proceeds  from  the  sale  of  land  or  reha¬ 
bilitated  property. 

(c)  Use  of  grants  for  loan  repayment 
Notwithstanding  any  other  provision 
of  this  Part: 

(1)  Grants  allocated  to  an  applicant 
under  this  Part  (including  program 
income  derived  therefrom)  are  autho¬ 
rized  for  use  in  the  payment  of  princi¬ 
pal  and  interest  due  (including  such 
servicing,  underwriting,  or  other  costs 
as  may  be  authorized  by  the  Secre¬ 
tary)  on  the  notes  or  other  obligations 
guaranteed  pursuant  to  this  subpart. 

(2)  The  Secretary  is  authorized  to 
apply  grants  pledged  pursuant  to  para¬ 
graph  (b)(2)  of  this  section  to  any  re¬ 
payment  due  the  United  States  as  a 
result  of  guarantees  made  under  this 
subpart. 

(d)  Debt  obligations.  Notes  or  other 
obligations  guaranteed  pursuant  to 


FEDERAL  REGISTER,  VOL  43,  NO.  12— WEDNESDAY,  JANUARY  18,  1978 


RULES  AND  REGULATIONS 


2717 


this  subpart  shall  be  in  the  form  and 
denominations  prescribed  by  the  Sec¬ 
retary.  Such  notes  or  other  obligations 
shall  be  issued  and  sold  only  to  the 
Federal  Financing  Bank  under  such 
terms  as  may  be  prescribed  by  the  Sec¬ 
retary  and  the  Federal  Financing 
Bank. 

(e)  Taxable  obligations.  Interest 
earned  on  obligations  guaranteed 
under  this  subpart  shall  be  subject  to 
Federal  taxation  as  provided  in  Sec¬ 
tion  108(j)  of  the  Act. 

All  applicants  issuing  guaranteed  ob¬ 
ligations  must  bear  the  full  cost  of  in¬ 
terest. 

(f )  Loan  repayment  period.  As  a  gen¬ 


eral  rule,  the  repayment  period  for  a 
loan  guaranteed  under  this  subpart 
shall  be  limited  to  six  years.  However, 
a  longer  repayment  period  may  be  per¬ 
mitted  in  special  cases  where  it  is 
deemed  necessary  to  achieve  the  pur¬ 
poses  of  this  Part. 

§  570.704  Federal  guarantee. 

The  full  faith  and  credit  of  the 
United  States  is  pledged  to  the  pay¬ 
ment  of  all  guarantees  made  under 
this  subpart.  Any  such  guarantee 
made  by  the  Secretary  shall  be  conclu¬ 
sive  evidence  of 'the  eligibility  of  the 
obligations  for  such  guarantee  with  re¬ 


spect  to  principal  and  interest,  and  the 
validity  of  such  guarantee  so  made 
shall  be  incontestable  in  the  hands  of 
a  holder  of  the  guaranteed  obligations. 

§570.705  Applicability  of  rules  and  regu¬ 
lations. 

The  provisions  of  Subparts  A,  B,  C, 
D,  F,  G,  and  J  shall  apply  to  this  sub¬ 
part,  except  to  the  extent  they  are 
specifically  modified  or  augmented  by 
the  provisions  of  this  subpart. 

Robert  C.  Embry,  Jr., 
Assistant  Secretary  for  Commu¬ 
nity  Planning  and  Develop¬ 
ment 

[FR  Doc.  78-1409  Filed  1-16-78;  8:50  am] 
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30-year  Reference  Volumes 
Consolidated  Indexes  and  Tables 


Presidential  Proclamations  and  Executive  Orders 

Consolidated  subject  indexes  and  tabular  finding  aids  to  Presidential  proclamations, 
Executive  orders,  and  certain  other  Presidential  documents  promulgated  during  a 
30-year  period  (1936-1965)  are  now  available  in  two  separately  bound  volumes, 
published  under  Title  3  of  the  Code  of  Federal  Regulations,  priced  as  follows: 


Title  3,  1936-1965  Consolidated  Indexes _ $3.  50 

Title  3,  1936-1965  Consolidated  Tables _ $5.  25 


Compiled  by  Office  of  the  Federal  Register,  National  Archives  and  Records  Service,  General 

Services  Administration 


Order  from  Superintendent  of  Documents,  U.S.  Government  Printing  Office 
Washington,  D.C.  20402 


